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ternational Group agreed to:re-i* - But even as one calamity was.
turn’$138 million that had been avoided, ‘state ‘léaders. acknowl-

. locked in AIG' nvestment ac- - edged that the continued strug-
. e G o oot panued e

ed 1o

t of the year.: ' “We successfully worked ‘all | profound effect on the state’s re-.

i Ayt day and yesterday to get thismon: - - tirement portfolio for 45,000 cur-|
o ey released,” the governor’s bud- . rent and former state workers and§
© " and KATHERINE GREGG - -~ get officer; Rosemary Booth Gal-_  teachers. " &0 Dii o
o JOURNAL STATRHOUSE BUREAY - 1 logly, said yesterday, a day dom- . - The state-run pension fund lost

~PROVIDENCE ' — Rhode Is-. inated by news of the federal gov- - ‘$Lbillion =12 percent of its value:
land leaders ‘averted -a financial - ernment’s 80-percent takeover of . ——since the beginnirigof the year.
disaster yesterday after.the trou-; the international insurance po:. More than 60 percent of the fund:
bled insurance giant AmericanIn- - werhouse. -~ =070 i ad

Y STEVE PEOPLES -

Stearns were directly respg
for losses totaling” $81. miillion
. sinceJanuary, according to infor.
* mation - released’ yesterday
.; -G_?neral.:_leeaéUret Frank.T. Ca.
pro. LT
- ."We as a'state and we as a pen.
_sion fund go_forward _'botﬁfaii:trlli
the good and the bad that may re-
sul_t’ In being a long-term inves-
- .tor,” Caprio, said, noting that it's |
- not uncommon for the fund to |
gain or lose $80 million in a single |
day. "We're not selling because of -
- any panic in the market. Quite the

_ inthe market. Quite the -
converse, we're looking to'add to |

. bositions when we think opportu- |
mifles exist” . - T o
‘Rhode Island’s pension prob. |
lems are not unique, according 1o’ |
Ryan . Francis, spokesman for

' > ‘Washington.D.C.-based National *|
Qd@@ | ¢ F Z Conference on Public %2;?5323

. Retirement Systems, " ]
He noted that national markets
over the last year have fallen 19 -
percent, compared with Rhode Is-
per- .

land’s pension fund loss 6F 12

cent— from $8.4 billion at the be- .

gimning of th
on: Moriday

8 billion




“’IWelve peroent is that exces-
sive compared fo the markets? I
reall think so,”" Francis
said, “When you talk about bil-"
lions. of dollars, it “certainly can
seent dlsconcertmg, but the mar-

ket does what it does and there
are, peaks and valleys., nght now. .
we’re going through a troubled

period and that will, hkely turn

around” :

In nexghbormg Connecucut
state treasurer Denise’ Nappler
aclmowledged thls ‘week that'her °
state’s fund lost 1.3 percent, or
$324 million, on Monday alone. .

“As long-term investors. ‘witha'
well-diversified pon'foho we are
positioned:to ‘weather: this: fatest -

tm‘bulenee » sh___a1 But

partxes to awebof fmancml i’rans %
actions that affect every. aspect £
the caprtal markets.” '
Rho e Istand’s’ two largest

funds mdependent of_the state Sg-
retirement system-' d1dn’t es-;

1gh the specific numbers we-
ren’t available yesterday; ..
" 'Pension fund adviser Anthony
X Tranghese said, “Certamly the |
.._penswn plans.are exposed to the.
market arid as such have
3 _ e to that exposure.”
_But “he, said, “we do ultjmateiy
view . the. pension- plans with a,
iong-term lens and as such, ex-.
pect..a. b unce-back at some
pomt ” .
Several lays. of negatlve ﬁnan
c1al news prompted state House
Finance * Committee Chauman

‘Steven M. Costantino to, push forI

, Ieg1slat1ve oversaght vesterday, -
Inaletterto.Caprio, Costantmo

forma]ly requesteci “a deta:led ac- !

' pped in recent months, al- ;

Street's tnoubles “ralse unpoftant .
questlons concerning the poten-’

t1a1 risk to'state assets.”

“as -Lehman’- Brothers: or: B

Stearns, but ‘does 1nvest _20 er-::‘
cent of its pension fund’in the
‘5&P 500, which includes such fi--
nancial institutions. - Investment;
- decisions_are made by.the State:
: Investment Comimnission, which is

-z:dollars of Rhode island’s money -
: t ‘risk aszde ’r’rom the _-:penswo;

anteed mvestment

..'thh AlG. - :
In this case AIG acts as an 1n-",_
Ierest paymg savmgs ‘account for
state’ .agencies — “including the:,
_DepartmenI; ,_of Transportatlon o

- Thestate doesnot 1nvest diréct:
Iy in the trotbled companies such -

_ State ofﬁczals worked yester— o
day to ensure it would notloseat
least $138 million tied up in “guar— o

contracts X -
hook should the fund fazl to re-

that looks -at the ‘fund’s: perf -
mance over.a ﬁve-year penod
The system is de51gned to i |

over asingle year.
_gests the fund will rebound- and

jump’ too-}u '-But s
Wall Stre gh she noted zf b

' State-officials feared earlier
the week that the’ money: eouldr 1;2 :
. lost, orat least tied1 upinlegal pro.
ceedmgs ‘But after repeated dis-:
‘cussions over'a two- -day period,
the state received written notice
yesterday from AIG that the funds
;ivomtd be wired back in the next -
Ve 1o’ ej t da k
GaHogly gh ys, accordmg to
. Caprio said state leaders wo
-p_ bably decide’ today whereuig :
m\fhelst the money. ~ " '
lunicipalities ma face’s
de(nsxons Provxdencsé for’ en;ﬂanf
gl)e I:as $900,600;in one AIG ac-
U accorchng to finance direc-
toerI_ie_r AlG’s 5. 3-percent mteg-
2st-rate helped finance the bor-
rowmg ‘COsts “associated “with .
schooi projécts, -he said; adding
he doubts the city could d.
lace'to par

‘will ‘receive g‘uaranteed 'pe
_payments for. life, regar"
‘the stock market’s performan

Birt taxpayers may bé on’ the

bound

ed 'by a “smoothmg’ oss:

Gallog - said that hlstory sug-




